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The objective of this thesis is to find a solution for a group of companies to implement 
a cooperative sourcing network and to develop cooperation between the companies.  
The research is done amongst a group of metal industry companies operating in the 
area of Itä-Uusimaa in southern Finland. The studied companies are associated with 
Metallitalli metal industry development project in Itä-Uusimaa. The Metallitalli project 
is conducted by PosIntra Oy. 
 
The companies in the Metallitalli project have acknowledged a need for stronger coop-
eration and the development of their operations, as they all are situated in the same 
geographical area. This thesis will offer recommendations and solutions for the com-
panies. 
 
The research of the companies in this thesis is done in cooperation with Sito Oy 
(Suomalainen insinööritoimisto) and two of its consultants: leading consultant Jyrki 
Luukonlahti (my thesis coordinator) and consultant Sanni Rönkkö. The research was 
carried out in the timeframe of February-March 2014. The research consisted of 
qualitative interviews of the managers of the Metallitalli companies.  
 
The results of the research indicated that the implementation of the cooperative 
sourcing network to the companies is not feasible at the moment. Instead other 
development solutions were presented to the companies. 
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1 Introduction 
Finland has several municipal regions that are specialized in certain industries. Most of 
these region’s companies are operating in the same industry, thus they have centralized 
knowledge and know-how of the industry. These geographical regions are known as 
industry clusters. One of these regions is Itä-Uusimaa, which has a metal industry 
cluster. Itä-Uusimaa region’s pronvincial centre is located in the city of Porvoo. It is 
approximately 50 kilometres east from the capital Helsinki. 
 
It has been acknowledged among the metal companies in Itä-Uusimaa, that the 
companies need development in various areas, such as networking. The competitive 
situation in the industry is challenging and continuosly changing, and the companies 
need help in recognising the possible pitfalls and problems that might slow down their 
development.  
 
The companies also need to attract more skilled workers and successors for the 
operations of the SME’s, as often in the Itä-Uusimaa area the companies are family-
owned. The industry is investment-intensive, so the existing equipment and machinery 
usage should be optimized. The procurement of new equipment and machinery should 
also fill the capacity gaps. 
 
All these prequisities set challenges to the industry development in Itä-Uusimaa. In this 
thesis the metal industry companies are going to be analyzed to find out whether 
implementing a cooperative sourcing network to these companies would be possible. 
 
1.1 Company introduction: PosIntra Oy 
The company was established in 1998. The founders of PosIntra Oy are cities of 
Porvoo and Askola, regions’ banks, educational institutions, insurance companies and 
leading companies in the region. The owner base was revised in 2012, when city of 
Loviisa and the municipalities of Myrskylä and Lapinjärvi joined. 
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The cornerstones of the company's operations are the consultancy of companies and 
entrepreneurs, regional development and developing energy efficient housing. The re-
gional development services have traditionally focused on tourism and developing the 
archipelago areas in Itä-Uusimaa.  
 
More recent areas of expertise include developing welfare institutions of the region as 
well as the Itä-Uusimaa metal industry development projects. The current development 
points are based on municipal development strategies that rely on local economic poli-
cies. The main mission of the company is to develop the business environment and the 
competitiveness of Itä-Uusimaa region in Finland. 
 
The development work is carried out when possible with the help of the regional and 
national development projects. The company is also involved in international research 
and development projects. 
 
1.2 Metallitalli project 
PosIntra’s latest project is the metal industry’s development project Metallitalli.  
Metallitalli project started in 1st of February 2013. The project has 30 of Itä-Uusimaa’s 
metal industry companies involved. The project will continue until 31st of December 
2014. Various steps will be taken to analyse the metal industry of Itä-Uusimaa (PosIn-
tra, 2014). 
 
Most of the companies work as subcontractors to other companies. The products 
companies offer are for example different machined products such bolts, axels, spare 
parts, metal equipment and components. They also produce sheet metal products, 
cooling appliances, ventilation units and professional boats.  
 
The Metallitalli project is going to analyse for example the following themes: the mar-
keting of metal industry companies, contemporary manufacturing methods (such as 
3D-printing), ways to develop the industry and the competitiveness of the companies 
(Metallitalli 2013-2014). 
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This far during the project some initial analysis about the Itä-Uusimaa metals industry 
companies has been made.  The previous researches have dealt with overall analysis of 
the project companies and competitive sustainable manufacturing issues to set up a 
CSM-hotel (space for machinery and common workspace). The companies also have 
had sales training and networking events for cooperation of the companies (Metallitalli 
2013-2014).  
 
As an example of the research content, a SWOT-analysis of the Metallitalli companies 
has been done to find out where to concentrate the on the development projects and 
to understand the overall situation of the companies. 
 
 
Figure 3. SWOT analysis of Metallitalli companies 
(Metallitalli research projects 2013-2014.) 
 
The research and thesis objective was compiled from the results of this SWOT analy-
sis. I will be studying the cooperation opportunities of the Itä-Uusimaa metal industry 
companies. In more detail, I will study whether it is possible to implement cooperative 
sourcing network model on the Metallitalli project companies.  
 
The reason for this is the belief that the cooperative sourcing network would bring 
various benefits to the companies. The examples of the anticipated benefits include the 
lowered of purchasing expenses for raw materials and parts as the purchasing would be 
done cooperatively and lowered transportation expenses as the cooperatively pur-
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chased raw materials and parts would be delivered through same carrier to the compa-
nies. 
 
1.3 Metal industry in Finland 
In this chapter I will present the main financial indicators and some peculiarities of the 
metal industry in Finland. I will mostly focus on the present situation of metal industry 
in Finland. 
 
The metal industry in Finland is essentially export-oriented. The export of goods was 
valued around 26 billion euros in the year 2012. The industry’s export is valued around 
48 per cent of the whole industrial export of goods of Finland and 2 per cent of whole 
exports of goods of Finland.  The industry exports also services such as electronics 
industry services and machinery and equipment manufacturing services. The service 
export value in 2012 was around 11 billion euros from the whole services export 
amount of 25 billion euros. (The Finnish Federation of Technological Industries, 2014, 
6.) 
 
The turnover of Finnish metal industry companies was 8.8 billion euros in 2013.  
This includes the companies dealing with steel products, nonferrous metals, castings, 
and metallic minerals. 
 
Before the effects of the financial crisis in 2007 Finnish metal industry turnover was 
valued 11.2 billion euros. Unfortunately the industry suffered from the financial crisis 
like other industries, therefore the turnover lowered by average 20% from years 2007-
2014. After the hard hit of financial crisis in 2009, the metals industry is slowly and 
steadily recovering and becoming stronger again. 
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Figure 1. Turnover of metal industry in Finland, years 2005-2014 
(The Finnish Federation of Technological Industries, 2014, 8.) 
 
The metal industry has been recovering from the financial crisis as the production vol-
umes of the industry have been growing steadily. This steady growth has stagnated as 
in the year 2013 the volumes have varied radically. The possible reason for this stagna-
tion can result from the recent political instability in Russia. The trend of 2014 looks 
more promising, but more accurate analysis can only be derived in the beginning of the 
next year when final figures are available. 
 
 
Figure 2. Production volume of the metal industry in Finland 
(Federation of Finnish Technological Industries,  2014, 8.) 
 
In overall, the Finnish metal industry manufactures products for following use: metal 
structures for buildings, metal containers, boilers, forged products, metal tools, equip-
ment and metal parts for further manufacturing. These are just some examples of the 
use of the products the industry produces, as the whole industry is widespread. I will 
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focus on the overall industry prospects and the machinery and equipment manufactur-
ing. 
 
Typical for Finnish metals industry is work force intensity and small companies manu-
facturing machinery and equipment scattered around Finland. Often these small com-
panies work as subcontractors. The work force amount in the machinery and equip-
ment manufacturing was around 133 900 in the year 2012 (Federation of Finnish 
Technological Industries,  2013, 8). 
 
The industry’s products are also indirectly exported through parts of machinery and 
equipment and parts of electrical equipment. The most important export partners for 
machinery and equipment exports are Finland’s neighboring countries Sweden and 
Russia, as they cover one third of all of the export of machinery and equipment. 
As for overall metal industry export EU-countries are important export partners, as 65 
per cent of the metal industry exports go to EU-countries such as Germany and Esto-
nia. Other important export partners are Norway, USA and Brazil (Federation of 
Finnish Technological Industries,  2013, 10). 
 
1.4 Thesis objective 
The main objective of this thesis is to find solutions and recommendations to the part-
ner companies of PosIntra Oy. Based on the older researches and studies conducted 
during the Metallitalli project, the research in this thesis is aimed for setting up a coop-
erative sourcing network. 
 
The companies in Metallitalli network have acknowledged their need in stronger coop-
eration and development of their operations, as they all are situated in the same geo-
graphical area. The research in this thesis is for finding out whether the companies 
could set up a cooperative sourcing network that would result in stronger collaboration 
of the companies. This stronger collaboration could result in various benefits such as 
increasing of competitiveness, lowering expenses and overall optimization of the sup-
ply chain management. 
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This research is done with cooperation of Sito Oy (Suomalainen insinööritoimisto) and 
two of its consultants: leading consultant Jyrki Luukonlahti (my thesis coordinator) and 
consultant Sanni Rönkkö. I will work as part of the consultant team and make sure the 
research is conducted according to the prequisities PosIntra Oy has set. Jyrki 
Luukonlahti will attend the interviews conducted with the companies to collect 
information of his area of interest. 
 
1.5 Research questions 
RQ: How to organize a cooperative sourcing network?  
IQs: 
 What benefits does the cooperative sourcing network present to a company? 
 What disadvantages does the organization of cooperative sourcing network bring to 
the company? 
 What are the steps to be taken to organize the cooperative sourcing network? 
 What strategic changes to the overall supply chain management of a company 
should be implemented to strive towards the cooperative sourcing network? 
 How does the organization of the cooperative sourcing network has to be taken 
into consideration when planning the future strategy of the company? 
 
1.6 Demarcation 
The main theme is supply chain management, its various management philosophies 
and sourcing. Sourcing will be also analyzed from the cooperative sourcing network 
point of view as it is the objective of thesis to find out whether the case companies 
could implement it. A complementary topic supplier relationships was added to get 
broader image of the phenomenon. 
 
For the sake of valid and reliable research and to fulfill the prerequisites PosIntra had 
set for the research project, themes outside of the demarcation were added to the sur-
vey design. Those parts will not be presented or analyzed in the thesis, even though 
they are visible in the attachment of survey design. The extra themes in the survey de-
sign are just for gaining a bigger picture of the companies’ current situation and possi-
ble development areas. 
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Figure 4. Theory framework and its excluded themes 
 
1.7 International aspect 
The associated companies with the Metallitalli-project are micro, small and medium 
enterprises and large companies which many of them are planning to internationalize 
or have already international business operations. The companies have recognized the 
fact that development of their businesses is important for the access to foreign markets 
to be successful. One of the internationalization plans is to gain access to Russian mar-
kets and become suppliers of metal parts to automotive industry in Saint-Petersburg, 
Russia. The results of the research in this thesis will help the companies to analyze 
their operations and to see what the main development areas are. 
 
1.8 Benefits 
The metal industry in Itä-Uusimaa needs new ways for developing its operations in the 
continuously changing competitive environment. This thesis will offer recommenda-
tions and solutions to the companies. The results of the research can also be used for 
further analysis of the companies, as the Metallitalli project continues until the end of 
year 2014. 
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1.9 Key concepts 
In the following list the key concepts used in this thesis will be explained briefly. 
More thorough explanation of the concepts will be provided in the theory framework 
in the chapter 2. 
 
 Supply Chain Management 
Supply Chain Management is the process which manages and controls all of the 
movement of the commodity from the companies to the end-user. Later in this thesis 
supply chain management will be referred as SCM. 
 
 Cooperative sourcing 
Cooperative sourcing is a collaboration or negotiation of different companies, which 
have similar business processes.  
 
 Collaborative planning, forecasting and replenishment 
Collaborative planning, forecasting and replenishment (CPFR) is a concept that aims to 
enhance integration of companies by developing and supporting joint processes. 
 
 Supplier relationships 
Supplier relationship is the affiliation between a company that supply a product or ser-
vice and the receiver of the product or service.  
 
 Lean 
Lean is a management philosophy that originates from the Toyota Production System 
developed in the 1990’s. Lean is based on eliminating the seven types of waste. 
 
 Kanban 
Kanban is a scheduling system for Just-in-time and Lean management philosophy. 
Kanban (Japanese for a sign, board), was designed by Taichii Ohno who is a Japanese 
engineer at Toyota. 
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 Just-in-time 
Just-in time is a supply chain management philosophy that seeks to improve quality 
and streamlining all of the processes associated in everyday operations of a company. 
In this thesis Just-in -time will be referred as JIT. 
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2 Theoretical framework 
In the following chapters the theory framework will be presented. 
In the below figure I have identified the main theme and the sub-themes in this thesis. 
The main theme is supply chain management, and all the sub-themes fall under the 
main theme. 
 
Besides the main theme supply chain management, this thesis is consists mostly of 
theories about sourcing and its various methods and tools. For the sub-themes about 
sourcing, I have listed the four main tools of sourcing linked to the theory: Lean, Kan-
ban, Just-in-time and CPFR (Collaborative planning, forecasting and replenishment). 
Lastly, I have included also one more theme (supplier relationships) to better under-
standing of the whole phenomenon to be studied. 
 
 
Figure 5. Theory framework in bigger concept 
 
2.1 Supply chain management 
Nowadays people tend to define logistics and supply chain management as similar con-
cepts, but few of them realize the difference between these two concepts.  To under-
stand better these both concepts, I will present some historical facts of how the con-
cepts have been transformed into what we know today. 
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The concept of logistics traces back to the aftermath of Napoleonic wars.  In 1838, just 
23 years after the wars, a Swiss writer and military strategist Antoine-Henri Jomini was 
first to do a theoretical analysis that studied those events. He devised a theory of war 
stating that the fundamentals in strategic planning of warfare are defined by three con-
cepts: strategy, ground tactics and logistics. So that is how the concept logistics was 
originally used in military strategies. The definition of logistics hasn’t changed since 
that time; it is still referring to the movement of information and materials up- and 
downstream the supply chain. (Jomini, 1838, 9.) 
 
The concept supply chain management is much newer; the history of the term and def-
initions lies in the 1980’s.  Supply chain management was firstly used when Arnold 
Kransdorff interviewed Keith Oliver for the Financial Times on June 4, 1982. 
 
“Supply chain management (SCM) is the process of planning, implementing, and con-
trolling the operations of the supply chain with the purpose to satisfy customer re-
quirements as efficiently as possible. Supply chain management spans all movement 
and storage of raw materials, work-in-process inventory, and finished goods from 
point-of-origin to point-of-consumption.” (Oliver & Webber, 1982, 69.) 
 
Oliver defined supply chain management much more broader concept than logistics. 
Logistics, movement of information and materials, can be seen as one part of the pro-
cesses in the supply chain management. Supply chain management is a single entity 
comprising of purchasing and supply, physical distribution and logistics and all of the 
relationships between the various links.  
 
The theories of supply chain management have developed since the first usage of the 
term. More recent theories view it as even broader concept, that the more appropriate 
term for describing the supply chains and its management could be supply network. 
 
“A natural extension of this thinking supply chains should be rather be views as net-
works.” (Harrison & van Hoek, 2008, 10.) 
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So to understand the whole concept supply chain management in bigger scale it should 
be seen as a network. A supply network model includes the whole view of supply chain 
management and all of its processes. 
 
 
Figure 6. Supply network, Slack et al. (in Harrison & van Hoek, 2008, 9.) 
 
In the figure 6 the whole concept of supply network and how supply chain manage-
ment is present. All of the arrows represent the movement of information or materials 
(i.e. logistics), also above the term supply chain management, the terms buy side-inside-
sell side refer to logistics. 
 
In the center of the figure the focal firm represents the firm operating and taking care 
of its supply chain management. If the focus would be on the supply network of the 
suppliers or customers, they would be represented in the middle. 
 
This above figure is just one way to present supply chain management and its activities. 
Generally there is no universally agreed definition of supply chain management (SCM) 
as some writers also regard SCM and logistics as synonymous. Many of the published 
definitions can be divided into three categories: a management philosophy, implemen-
tation of a management philosophy and a set of management processes. 
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The management philosophy views that SCM has three following characteristics: a sys-
tems approach to viewing the supply chain as whole and managing the total flow of 
goods inventory from the supplier to the ultimate consumers, a strategic orientation 
towards cooperative efforts to synchronize and converge intra-firm and interfirm op-
erational and strategic capabilities into a unified whole and a customer focus to create 
unique and individualized sources of  customer value, leading to customer satisfaction 
(Mentzer et al., 2001, 7). This is the view on SCM that will be used in this thesis. 
 
2.2 Supplier relationships 
In everyday life we are constantly engaging and involved in different types of relation-
ships. These relationships play an important part in our lives, as we have our demands 
to be fulfilled and we are also supplying to our environment. Just like in the real life, 
the supply chain has different kinds of relationships, such as the supplier relationship. 
  
The supplier relationship is the affiliation between a company that supply a product or 
service and the receiver of the product or service. This can mean for example a manu-
facturing company that has a relationship with raw material supplier that provides the 
raw material for its products, or its relations with another manufacturing company that 
provides certain service in the manufacturing phase to the company. 
 
As most of the Metallitalli companies work as subcontractors for other businesses, 
they are in the crucial part of the supply chain. The companies have suppliers of raw 
materials, maintenance and transportation services, they act as product or service sup-
pliers for other companies and finally they supply the final produce to the end-
customers. Some of the companies could even supply each other with raw materials. 
To unfold this vast network of connections, the scope and types of supplier relation-
ships will be presented next. 
 
The supplier relationships, like any other relationships have different types. All of the 
relationship types have motivating factors that drive the development. The relation-
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ships’ duration, strength, breadth and closeness vary from case to case and over time. 
(Harrison & van Hoek, 2008, 246.) 
 
The important part in understanding the supplier relationships is to understand that all 
of them are different from each other, and treating them same way will not be resulting 
in a balanced supplier base. Every supplier has their different needs, so for developing 
a mutually beneficial relationship, the type and requirements of the relationship needs 
to be defined.  
 
There many ways to define the relationships between the supplier and customer. To 
give one as an example to defining the relationships between suppliers is to refer them 
following: transactional (arm’s length) relationship, partnership, strategic alliance, joint 
venture and vertical integration. (Cooper & Gardner, 1993, 20.)  
In the Cooper and Gardner definition the scope and depth of the relationship is high-
est in the vertical integration and the lowest in the transactional relationship. 
 
 
Figure 7. Definitions of supplier relationships (Cooper and Gardner, 1993, 21.) 
 
As for other definitions, Cox defined the scope of supplier relationships with five steps 
in the ladder of contractual relationships. Each ladder represents a higher level of asset 
specificity and strategic importance to the company. 
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Figure 8. A stepladder of external and internal contractual relationships (Cox, 1996, 
63.) 
 
Similarities can be found when comparing the Cooper and Gardner definition to Cox 
definition. Cox uses the term arm’s length for the lowest level of cooperation and ex-
ternal integration, such as Cooper and Gardner. For the highest level of cooperation 
and external integration the terminology also resembles each other, Cox uses internal 
contracts – mergers, acquisitions as for Cooper and Gardner they use vertical integra-
tion or joint venture.  
 
These both definitions are helpful when trying to understand the spectrum of supplier 
relationships. There as many definitions of supplier relationships as there are writers, 
so it is impossible to point out which one of them is the most accurate, but comparing 
a few might help to see what are the main points and differences.  
 
The Metallitalli companies have few selected and trusted suppliers of raw materials, 
maintenance and transportation services. To define the relationship between the Metal-
litalli companies and the suppliers, the most suitable definition would be partnership or 
preferred supplier relationship.  
 
The relationships between the Metallitalli companies are more difficult to define but 
the closest would in the middle of transactional and partnership.  Some of the compa-
nies cooperate already within the network for example in transportation services 
(transporting the goods to the customer) or suppliers of transportation. These could be 
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seen as partnership relationships. But as many still do not cooperate with each as tight-
ly the rest of the relationships are transactional. 
 
As there are various definitions of supplier relationships, it is better to concentrate on 
the qualities of the different relationship types than to be stuck too much in defining 
the current status. Supplier relationships are not always straightforward and there dif-
ferent phases to them, so it recommendable to focus on thinking what are the expecta-
tions, where is this relationship is going and how to develop it for better definition of 
the initial status and the desirable status of the relationship. 
 
The purpose of this research is in fact to unravel the ways how Metallitalli companies 
could raise the level of cooperation within the network and thus develop the relation-
ships into deeper level than what they currently are. The companies should understand 
that they are not competitors but in fact they could develop into strategic allies or even 
vertically integrate their operations. 
 
“The most successful relationships are those where customers and suppliers develop 
trust and an understanding of their respective requirement and interests, accompanied 
by a desire for both learning from and providing assistance to each other.” (Lysons & 
Farrington , 2012, 218.) 
 
The supplier relationship demands trust, honesty and integrity.  The deeper and 
stronger the connection, the more responsibility and risks associated to the business it 
brings.  
 
The cooperative relationships in supplier relationships have been characterized to be 
based upon these values: sharing of information, trust and openness, coordination and 
planning, mutual benefits and sharing of risks, recognition of mutual interdependence, 
shared goals and compatibility of corporate philosophies (Harrison & van Hoek, 2008, 
290). Developing of these relationships takes time and resources, but if we view it as a 
long-term investment, the benefits are greater than the costs and the risks. 
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Value that cooperation and supplier relationships bring can be measured in various 
ways. It can be measured with the same attributes as supply chain management and 
logistics are usually measured: time, speed, quality. 
 
Benefits that the long-term supplier relationships bring are such as: enhanced competi-
tiveness and performance (for example better cost management, improved time man-
agement, improved resource management, improved risk management and delivering 
additional value to the business and innovation). (British Standards Institution, 2013, 
3.) 
 
These relationships have been proved to bring value to the company and develop the 
business on the long run, so it is clear that companies should strive on developing the 
selected supplier relationships into a flourishing and committed relationship. 
So these committed relationships do bring value to the company and there are many 
advantages, but the company should remember the risks and disadvantages associated 
when engaging a supplier relationship.  
 
One of the risks associated with cooperation might be that the type of the supplier 
relationship does not live up to the expectations. This happens when the cooperating 
companies do not agree on the requirements and responsibilities on the relationship. 
That is why it is extremely important for the companies to agree on every set of the 
values of cooperative relationship explained earlier. 
 
One other major risk could be that the companies become also too interdependent. 
This would weaken their businesses operations and make them more vulnerable for 
changes in the environment. To eliminate the risk of interdependency is to have some 
form of back-up plan so that both of the companies are ready to operate on their own 
if some problems rise with the other company.  
 
The key point in building the supplier relationships is that the organizations in the 
same supply chain have the same overall objective, which is to satisfy their final cus-
tomer (Waters, 2009, 142). This makes the cooperation within the supply chain easy 
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and accessible. It is vital to recognize which are the companies to cooperate with. If the 
objectives of the companies or the expectations of cooperation do not align, it is not 
possible to build the desired type of relationship, and this creates a risk in the supplier 
relationship. 
 
Chopra and Meindl (2007, 20) have listed few of the obstacles in external integration 
which can be used also to describe the risks involved with the supplier relationships: 
– incentive – where the different parts of the chain have different goals and are re-
warded for different types of performance 
– information processing – caused by  misunderstanding or disruption in the infor-
mation or means of transmission 
– operational – partners have different types of operations which could result in in-
compatibility 
– pricing – which creates distortion in demand (such as quantity discounts or promo-
tions) 
– behavior  – with different cultures and ways of doing things 
 
To tackle these obstacles and possible pitfalls in the supplier relationships, companies 
need ask themselves: why are they cooperating and integrating their operations with 
other company or companies and does it bring value to their operations? 
 
All of these aspects needed to be analyzed before taking the next step in supplier rela-
tionships or engaging in a new one. To understand whether the company is in a risky 
situation with its supplier relationship, one can analyze all the aspects associated to the 
relationship.  
 
Waters (2009, 148) defined the difference between a conflicted relationship and coop-
erative relationship.  For knowing the current status of the supplier relationship, it is 
important to distinguish the differences between the conflicted and cooperative rela-
tionship. After this it is possible to develop the relationships to the desired state.  
Waters offers solutions for analysis of the supplier relationships with table which can 
found below. 
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Table 2. Different views with conflict and cooperation (Waters, 2009, 148.) 
Factor Conflict Cooperation 
Profit One organization profits at 
the expense of the other 
Both share rewards 
Price As high/low as possible Agreed at reasonable 
level 
Relationship One is dominant Equal partners 
Trust Little Considerable 
Timeframe Single order Long term 
Communication Limited and formal Widespread and open 
with shared systems 
Information Secretive Open and shared 
Control Intensive policing Delegation and empow-
erment 
Quality Blame for faults Solving shared problems 
Contract Rigid Flexible 
Focus on Own operations Customers 
 
This table helps to understand all of the facts needed to be taken into consideration 
when analyzing the supplier relationship and the possible solutions to the problems. 
This table could be used also as a reference when defining the possible problems or 
opportunities in the relationships inside and outside the Metallitalli network. 
 
The supplier relationships are sometimes tricky, but with thorough analysis of own and 
supplier’s business and the definition of both of the company’s goals and expectations 
it can be ensured that the process of starting cooperation with each other can be done 
smoothly.  
 
The final goal of the analysis of both parties should be the initiation of established and 
dependable purchasing-supplier relationships. This is the foundation of networks and 
it bring competitive advantages for both parties. (Lysons & Farrington, 2012, 218.) 
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2.3 Sourcing 
Sourcing is the process of identifying, selecting and developing suppliers (Lysons & 
Farrington, 2012, 359).  The sourcing process is driven by procurement which includes 
the departments responsible for essential decisions such as staff from operational and 
finance departments. There are different ways for sourcing to be executed.  
 
Tactical sourcing can relate for example to low-risk, non-critical items and services. 
Tactical sourcing is concerned on more short-term transactional purchasing and pro-
curement activities, which do not need so thorough investigation of different options 
and specifications.  
 
Strategic sourcing instead is usually concentrated on long-term goals and items or ser-
vices that require more sophisticated and complex specifications. It is designed for the 
items and services that have high-profit, high supply risk or low-profit, high supply 
risk. Strategic sourcing involves number of interrelated tasks and it is more complicat-
ed process than sourcing of basic commodities and services. For this reason, compa-
nies usually spend vast amount of time to define the strategy for the sourcing and all of 
the related tasks that strategic sourcing requires. The selected suppliers for the strategic 
sourcing of a company also go through an accurately planned supplier selection criteria 
and the analysis derived from it.  
 
Before company starts implementing the strategic sourcing model, it has to take into 
account many different aspects. Usually a product or service category expenditure is 
calculated, to have a budget for different type of item that needs to be sourced. This is 
done by using category management tools. It helps to understand and prioritize the 
products and services that need the assistance of the strategic sourcing processes and 
those which can be sourced through more simplified tactical sourcing. After all of the 
product and service categories have been analyzed, the factors influencing the strategic 
sourcing decisions are compiled. 
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The sourcing process itself is quite straightforward. It starts with identifying the needs 
and the requirements of the company, following with deciding the type of purchase 
and finally with the help of a market analysis the screening of suppliers can start. After 
the suppliers have been screened, the most suitable supplier is chosen. The basic steps 
of sourcing are listed below, with comments in the brackets. These steps are derived 
from Lysons and Farrington (2012, 360). 
 
– Step 1 Identify or re-evaluate needs (Demand of a product, a service or materials) 
– Step 2 Define or evaluate users’ requirements (Accurate specifications of a product 
or a service, materials) 
– Step 3 Decide to make or buy (This is the step where company decides whether to 
in- or outsource some an item, meaning that is the production of service or manu-
facturing of a product kept in-house or outsourced to a third-party) 
– Step 4 Identify type of purchase 
 Three basic types of purchases – from least time-consuming and easy to the 
most time-consuming and complex: 
 straight rebuy or routine purchase 
 a modified rebuy, which requires a change to a and existing supplier 
 a new buy, which results from a new user need 
– Step 5 Conduct market analysis 
– Step 6 Identify possible suppliers 
– Step 7 Prescreen possible suppliers 
– Step 8 Evaluate the remaining supply base 
– Step 9 Choose supplier 
 
To elaborate on the earlier information, it is obvious that sourcing isn’t only the con-
cern of the logistics and supply chain department, many of the departments of a com-
pany need to be included in the successful sourcing process. 
 
To conclude about the different sourcing types, tactical sourcing is the best choice in 
operational activities, when the number one priority is to keep the production lines 
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running. Strategic sourcing is suitable for activities that are planned for a high value 
long-term scale, such as R&D projects and product development. 
 
Prior to further investigation it is known that the Metallitalli companies use mostly 
strategic sourcing as they have the selected and trusted suppliers of raw materials, 
maintenance and transportation services. There is still uncertainty if the current suppli-
ers are the in fact the best options, because it has been noted that only few of the 
Metallitalli companies have established sourcing strategy guidelines.  
 
Sometimes it is not easy for companies to choose between tactical or strategic sourc-
ing. Tactical sourcing might be simpler process, but it does not achieve the same re-
sults as carefully executed strategic sourcing. Strategic sourcing on the other hand is 
time-consuming and more complicated process which demands a lot of resources from 
the company. That is why the companies need to implement both sourcing types in the 
company, to get the best of both worlds. 
 
As now the companies are planning to achieve the cooperative sourcing network, the 
suppliers for the network should reanalyzed so they suit the new needs and require-
ments of the network. If the establishment of cooperative sourcing network succeeds, 
there is a possibility that some of the current suppliers that are involved in the strategic 
sourcing of the companies might transform into suppliers that are used for tactical 
sourcing or even completely drop out from the suitable supplier list. 
 
But before thinking of whether it is possible to implement this on Metallitalli compa-
nies, it is important to understand what is actually cooperative sourcing. 
 
Cooperative sourcing focuses on the essential activities of the companies to be cooper-
atively sourced. It is a close form of interorganizational cooperation which can be de-
scribed as a form of coopetition. The term coopetition comes from cooperative com-
petition. The reason why it is used often to describe cooperative sourcing is because 
often the companies in the coalition are in fact competitors. (Beimborn, 2008, 1.) 
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Cooperative sourcing focuses on primary business operations. The key in succeeding in 
cooperative sourcing is to have structurally similar companies for them to form a coali-
tion where one of the firms decides to become the insourcer to the other companies. 
The decision which one of the firms becomes the insourcer is usually based on which 
of the companies have the best production function, simply meaning which one of 
them is the most efficient in production and overall operations. The company with the 
best production function can insource the business process of the other competitors. 
 
Since all of the members of the cooperative sourcing network could become out-
sourcers or insourcers the main challenge in this collaboration is to find a stable coali-
tion and the company with the best production function (Beimborn, 2008, 6). 
 
Cooperative sourcing is a high risk operating mode as it unifies a network of compa-
nies to cooperate in joint business activities. It is vital that they agree on every level of 
the cooperation. The requirements and goals of the companies should be clear so that 
the cooperation can succeed. 
 
The cooperative sourcing is tightly connected to the supplier relationships, as the 
members of the network act as insourcers or outsourcers. As discussed in the supplier 
relationships chapter, it is obvious that this kind connection demands openness of the 
parties, mutual trust, honesty and integrity.  
 
The following attributes of successful supplier relationship can be also applied to co-
operative sourcing network essential characteristics: sharing of information, trust and 
openness, coordination and planning, mutual benefits and sharing of risks, recognition 
of mutual interdependence, shared goals and compatibility of corporate philosophies. 
(Harrison & van Hoek, 2008, 290). 
 
The cooperative sourcing network results in interdependent companies which is a high 
risk to their operations because if something goes wrong, the effects are spread on the 
whole network. This causes a snowball effect of problems all of the members of the 
network will suffer from the failure. 
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In the best case cooperative sourcing can bring multiple benefits. It enables the com-
panies to enhance their operations as the sourcing is centralized on the insourcer. This 
also lowers the expenses of sourcing as they are divided on the whole network. The 
companies together become stronger so the threat of the new entrants on their market 
or industry is much lower than is they operated without the network. 
(Beimborn 2008, 14-16.) 
 
The main point to remember in cooperative sourcing is that it needs committed com-
panies willing to work together for a stronger network with their potential competitors. 
The firms in the cooperative network in fact need to see this as an excellent opportuni-
ty to join forces and not be threatened by the other members of the network.  
 
2.4 Lean 
Lean is a management philosophy that originates from the Toyota Production System 
developed in the 1990’s. Toyota Production System is derived from the management 
philosophy Just-in-time and automation of the manufacturing. Lean is based on elimi-
nating the seven types of waste. Waste is described as activity that does not add value. 
When analyzing all the processes in the supply chain, it is possible to identify all the 
value-adding and non-value-adding activities. Examples of non-value-adding activities 
are transport, store, inspect and delay. Lean takes a broader view on the waste and it 
has total seven types of waste that should be eliminated from the supply chain. 
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Figure 9. Lean philosophy: Seven wastes (Harrison and van Hoek, 2008, 194-195.) 
 
Lean thinking allows companies to analyze their business processes in a systematic way 
in order to recognize the value-adding processes and to eliminate the non-value-adding 
processes. The goal of this analysis is to find a way for materials and information 
smooth and logical flow through the supply chain. The lean thinking analysis should 
start from working back from the end-customer to the beginning of the supply chain. 
According to Harrison and van Hoek (2008, 195) the following three processes should 
be considered first. 
 
– order to replenishment; 
– order to production; 
– product development. 
 
To begin the application of lean thinking each of these three categories should be in-
vestigated; then estimate the amount of waste; following with determination of the 
causes and finally developing and presenting solutions. 
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By implementing the lean thinking many companies achieve to take their processes 
under control. This systematic approach aids to deal with waste, to reduce defects, to 
minimize downtime and to maximize simplicity and visibility of the supply chain. 
 
Lean management philosophy is nowadays applied to various manufacturing industries. 
Especially the investment-intensive metal industry can benefit from the lean thinking 
as the raw materials can often be pricy. Adapting the lean principles into a metal indus-
try company can lower the company’s expenses on many levels, as manufacturing of 
the metal products and parts often are very sophisticated and complex. 
 
2.5 Just-in-time 
Just-in time is a supply chain management philosophy that seeks to improve quality 
and streamlining all of the processes associated in everyday operations of a company. 
Just-in-time methods do not use rigid plans but provides ways to coordinate all the 
activities to occur at exactly the time they are needed. The activities should not occur 
too early (which would result in unnecessary inventory) or too late (which would lead 
in unsatisfied customers), and this is the main essentiality of Just-in-time, that activities 
happen exactly when they should. This method seems like an obvious way of operat-
ing. In reality this method has been developed for years since the 1970’s by Toyota, the 
pioneer in developing supply chain management methods concentrating on efficiency 
and elimination of waste. 
 
The development of JIT method comes from the fact that companies usually have an 
unnecessary safety buffer of inventory in storage, which raises the costs in the overall 
operations. Companies are used to uncertainty and variance in demand and supply, 
which is the main cause for increase in inventory levels.  
 
With JIT, companies do not need the safety buffer on inventory, as it aims to match 
the supply of materials exactly to demand, thus eliminating the need for any extra in-
ventory. This enables the companies to use the assets that used to be tied in inventory 
to other parts of the company, such as R&D or marketing.  
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Problems in a company are often tied with excess inventory. The unnecessary invento-
ry only exists because of poor coordination that does not match the supply of materials 
to the demand. 
 
JIT method reveals this kind of problems bubbling underneath the company. It forces 
the managers to think through all the operations of the company, as there is no safety 
net (safety buffer of inventory) to fall on.  
 
JIT enables the company to improve the operations and to find reasons for differences 
between supply and demand, and thus taking action when needed to overcome the 
obstacles.  For successful implementation of JIT it is important to remember that the 
partnering companies should have a sufficiently high level of supplier relationships as 
mentioned in chapter 2.2. 
 
For this research it will be interesting to see have the Metallitalli companies adapted the 
JIT methods. As they work as subcontractors for other companies it may be possible 
that the companies are adapting this manufacturing method, because keeping full in-
ventory at all times is not reasonable if the level of manufacturing varies drastically. 
As mentioned in the chapter 2.4 Lean, the elimination of all excess inventory and man-
ufacturing phases would benefit the companies in many ways. The Metallitalli compa-
nies’ methods of manufacturing have yet to be seen they will be analyzed in the results 
chapter. 
 
2.6 Kanban 
Kanban is a scheduling system for Just-in-time and Lean management philosophy. 
Kanban (Japanese for a sign, board) method was designed by Japanese engineer Taichii 
Ohno, who worked at Toyota production facilities. 
 
Ohno, the father of Toyota Production System, designed Kanban for enhancing and 
maintaining the high level of production. Kanban is one of the methods which allows 
JIT to be achieved. Kanban enables to control the flow of materials and parts through 
the JIT operations. 
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Taiichi Ohno compiled six rule set of Kanban method called Toyota’s Six Rules, as 
they are used in Toyota’s factories.   
 
Toyota's Six Rules 
1. The next process takes the number of items expressed on the previous kanban. 
2. Previous process produces the items in correct quantity and order demonstrated by 
the kanban. 
3. No items are produced or moved without a kanban. 
4. Kanban is always attached to the items. 
5. Faulty products are not sent on to the following process.  
The result is 100% flawless products. 
6. Minimizing the amount of kanbans increases the transparency of the processes. 
(Ohno, Taichii, 1988, 28-30.) 
 
Ohno’s technique allows to all of the employees to see in which part of production 
phase an item is. Every item has two Kanban tags, so it makes it easy to find according 
part for the production, the second one is used for purchase orders. The Kanban sys-
tem itself does not bring any additional processes to the existing processes; the idea is 
to make all of the processes visible and transparent. This ensures that no extra pro-
cesses would be added to the existing ones, thus eliminating the waste of unnecessary 
processes. 
 
The kanbans are usually placed above a work space or in other easily accessible and 
visible place in the manufacturing facilities. The kanbans can be placed on a bulletin 
board so that the employees see which kanban follows which and what is the correct 
order in the manufacturing. An example of a workspace with kanban tags can be found 
in the below figure. 
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Figure 10. Workspace with kanban tags 
 
The above figure is a simplified view of a workspace with kanban tags. The workspace 
has a bulletin board where the kanbans are hanged. The bulletin board has every 
production phase written on it so that they are visible to the employees. Every tag is 
moved when proceeding to next process of the production phase. To understand 
better the kanban tags a visual example of the kanban purchase tag is presented next. 
 
 
Figure 11. Kanban purchase tag 
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In the figure of the kanban purchase tag it is visible that all of the necessary 
information is placed on it. This way the employee handling the kanban knows how 
many products the item produces.  The second tag is the Kanban purchase tag which is 
moved to the Kanban board handling the purchases. Usually item has two Kanban tags 
to make sure that the inventory level of an item is kept on the optimal level. As the 
kanban method is tightly used with JIT and Lean methods, the inventory level is al-
ready optimized to that level so that no unnecessary purchases will happen. 
 
Kanban is a method that can be applied without any electrical database. It does not 
take so vast amount of resources as some computerized manufacturing method can 
sometimes take. This is method is thus suitable for SME’s, such as Metallitalli compa-
nies. 
 
Kanban can also be a start of optimization of manufacturing and other processes in the 
company, as it is used alongside with JIT and Lean methods. In the implementation 
phase of Kanban method all of the manufacturing phases are analyzed. If the analysis 
is applied correctly and the company commits to the change of processes, it will guar-
antee the enhancement of company’s operations. 
 
2.7 Collaborative planning, forecasting, and replenishment 
Collaborative planning, forecasting and replenishment (CPFR) is a concept that aims to 
enhance integration of companies by developing and supporting joint processes. 
It was designed to drive companies from the early stages of collaboration towards the 
definition of joint business practices. The origin of CPFR dates back to 1995 when the  
American retail chain Wal-Mart initiated a project for developing their supply chain 
management with software and strategy firm Benchmarking Partners. 
 
American company Warner Lambert (now part of Pfizer) was the first to pilot CPFR. 
Other 20 companies (including companies such as Sears, J.C. Penney and Gillette) also 
started implementing it after a vast promotion of the new concept in the supply chain 
management. Back then CPFR was known as CFAR, which stands for Collaborative 
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Forecasting and Replenishment. The results of this pilot test were announced in CFAR 
industry session at Harvard University on July 30, 1996. 
 
After that the Benchmarking Partners presented the idea of CFAR to Voluntary Inter-
industry Commerce Standards Committee (VICS). VICS was intrigued by the CFAR 
and they wanted implement it as international standard.  Later on the CFAR name was 
changed into CPFR to emphasize the role of planning in the whole process. 
 
The first publication of CPFR Voluntary Guidelines was in 1998. VICS is until this day 
working on developing and improving the existing guidelines, tools and guidelines how 
to enable the implementation of the process. 
Until this day the CPFR has been mostly implemented in the Fast Moving Consumer 
Goods (FMCG) industry, health-care and governmental institutions. There is no rea-
son why it would not scale for a smaller industry or a network, but it has yet to be seen 
in practical applications. 
 
In the 90’s when the CPFR was first launched, the technology was not so developed 
that the companies could invest in developing their operations so they would fit to the 
CPFR. But since the beginning of 00’s until this day the technology has developed so 
that the initial set-up price for the system is not overwhelming.  
 
During years 1998-2004, 300 companies had implemented the process. They reported 
that CPFR projects resulted in in-stock percentage improvements of from 2-8% for 
products in stores and inventory reductions of 10-40% across the supply chain (Volun-
tary Interindustry Commerce Standards Committee, 2004, 5). For some reason Euro-
pean companies have been much slower to implement the CPFR process into their 
operations. 
 
“The goal of Collaborative Planning, Forecasting and Replenishment is total supply 
chain collaboration among all trading partners who touch, or have an effect on, the 
value of the product to the end consumer.” (ECR Europe, 2001, 11.) 
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Historically speaking about different theories in the supply chain management, CPFR 
is one of the widest and ambitious strategies that have been presented. There are few 
others that consider the same theme as CPFR, but the main difference is that they do 
not take into account processes such as planning and forecasting like CPFR does. 
In the VICS CPFR Guidelines are listed nine steps when planning to implement the 
CPFR process into the companies of business partners. 
 
1. Develop Front End Agreement 
2. Create the Joint Business Plan 
3. Create the Sales Forecast 
4. Identify Exceptions for Sales Forecast 
5. Resolve/Collaborate on Exception Items 
6. Create Order Forecast 
7. Identify Exceptions for Order Forecast 
8. Resolve/Collaborate on Exception Items 
9. Order Generation 
(Voluntary Interindustry Commerce Standards Committee, 2004.) 
 
The nine steps are straightforward and easy to implement practically. The CPFR guide-
lines emphasize the importance of the sufficient level of depth of the supplier relation-
ships.  Because when companies integrate externally, it demands trust, transparency 
and collaboration, and with vague and transactional relationships with the suppliers it is 
not feasible.  It is important that companies are transparent and all of the processes are 
simplified for them to cooperate successfully. 
 
A key factor for excellence in CPFR is the ability and willingness to share data. Shared 
data enables CPFR participants to act on opportunities, issues and misunderstandings 
(ECR Europe, 2001, 21). Not only that the companies need to be transparent and 
open, they also need to be willing and able to share the data. This allows the cooperat-
ing companies to communicate efficiently and openly, so that there are no misunder-
standings or wrong information is shared.  
 
The data and information is shared between partnering companies and their suppliers. 
This data and information transparency helps on planning and fulfilling the customers’ 
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demands. The essentiality of CPFR is that is pursues the cooperative management of 
inventory through collective visibility and replenishment of items throughout the sup-
ply chain. All of these aspects of CPFR allows for continuous updating of inventory 
levels and monitoring upcoming requests and demands. This generates efficiency and 
follows with decrease of costs in logistics, inventory, transportation and even mer-
chandising. The supply chain as an entity becomes more efficient and effective.  
 
CPFR is such a new model of management techniques so it hard to find data based on 
the implementation experiments. As mentioned earlier, the European companies have 
been much slower in adapting the process. As referenced before, the recorded imple-
mentations have been in the industries such as consumer goods, health institutions and 
other governmental organs.  
 
It is known that to implement the CPFR the company size has to big enough and the 
goods need to move fast enough so that the benefits of the technique are reached. 
To implement this on the metal industry would be an interesting experiment. Metal 
industry’s yearly turnover is overall quite stable, so it is important to find the correct 
timing to implement this. Depending on the metal products or parts the peak season 
when this method could be applied can be any time of the year. A thorough investiga-
tion of the Metallitalli companies will provide the information that will reveal possible 
timing to implement the method. 
 
2.8 Theory conclusion 
The theory framework presents thorough basis to analyze the case companies and the 
phenomenon. As the goal is find out whether the companies could implement cooper-
ative sourcing network, the most crucial theories consider sourcing, supplier relation-
ships, cooperative sourcing and CPFR.  
 
The different management philosophies in the theory framework provide proper 
guidelines on how to implement the new operation and production processes to the 
companies. 
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The theory framework has a mix of newer theories Just-in-time, Kanban, Lean, CPFR 
and cooperative sourcing. As a balance some ground theories of the field have been 
provided such as supply chain management, supplier relationships and sourcing. 
 
To see whether these theories could be applied in practise with these case companies, 
the results of the research will be presented in the chapter 4. In the next chapter the 
research methods will be presented to understand how the research will be conducted. 
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3 Research methods 
In the following chapters the research topic, methods and design will be presented. In 
the last chapter before moving on to the results a risk analysis of the research will be 
presented. 
 
3.1 Research topic 
RQ: How to organize cooperative sourcing network?  
IQs: 
 What benefits does the cooperative sourcing network present to a company? 
 What disadvantages does the organization of the cooperative sourcing network 
bring to the company? 
 What are the steps to be taken to organize the cooperative sourcing network? 
 What strategic changes to the overall supply chain management of a company 
should be implemented to strive towards the cooperative sourcing network? 
 How does the organization of the cooperative sourcing network has to be taken 
into consideration when planning the future strategy of the company? 
 
 
3.2 Data collection technique 
I decided to collect the data in a more time-consuming way with face-to-face inter-
views. The reason for this was because of previous experience it was recognised that 
sending the interview questions via email does not result in high answering percentage. 
Also this way of collecting the data is suitable for the qualitative research what was 
chosen as the research method. 
 
I personally contacted the CEO’s, production managers, sales managers and purchas-
ing managers  from the network of companies PosIntra provided to set a date for the 
interview. I scheduled face-to-face interview with them. 
 
The survey design is semi-structured (open questions) so that all of the areas of interest 
are covered and that the not valid topics for the interviewee can be skipped in the in-
terview situation.  
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3.3 Target of the research 
My thesis’ target group is going to be Itä-Uusimaa metal industry companies associated 
with PosIntra Metallitalli project. Target group is limited to the 17 most active partici-
pant companies of the Metallitalli project. The activity level of the company is calculat-
ed through the statistics of attendance in the Metallitalli meetings and events. 
The total amount of the network is 30. This gives good outlook on the metal industry 
companies in the area of Itä-Uusimaa. 
 
3.4 Research method selected for the study 
The aim of this research was to acquire data whether the selected sample group would 
be able to commit into a cooperative sourcing network. The qualitative research meth-
ods can be seen appropriate in answering in these kinds of micro sociological questions 
and relations inside the group (Flick, 2009, 25). 
 
The qualitative research methods are suitable for this research, as the practices and 
interactions of the sample group will be studied. The sample group size suits qualitative 
research, as it is not big enough sample for a quantitative research which is used when 
generalizing the findings.  The aim is not to generalize the data but rather to study the 
relations inside the group in the microenvironment. (Flick, 2009, 15.) 
 
Also the qualitative research method is relevant to this study as it considers that view-
points and practices in the field are different subjective perspectives and social back-
grounds related to them (Flick, 2009, 16). These are the reasons qualitative research 
was applied to the study. 
 
3.5 Risk analysis 
Before starting the research process it is important to acknowledge the possible risks 
associated with the research and its results. The risks associated to this thesis research 
have been compiled into table which can be found below. 
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The risk analysis table was also updated during the research to understand and prepare 
for the effects of the most recent possible risks. These risks came up when the inter-
views were started. 
 
The risk analysis table also includes the suggested solutions to each risk type. Some of 
the solutions were applied during the research process to eliminate the risks. 
 
Table 3. Risk types, effects and solutions to the thesis research process 
Risk type Effect to the  
thesis process 
Solution  
(suggested or applied) 
Sample of interview-
ees: too broad, no 
similarities 
Makes it harder to 
find common solu-
tions and recommen-
dations 
Split interviewee groups into 
smaller groups: small, medium, 
large companies and different 
solution types: IT-systems, ma-
chinery maintenance, coopera-
tion in sourcing. 
Interviewees unwilling 
to provide infor-
mation 
Reliability of the re-
search data suffers 
Thoroughly plan the survey de-
sign and edit it as the interviews 
proceed, add open-end questions 
Data collected from 
interviews not rele-
vant for the study 
Not enough material 
for results of the re-
search, reliability suf-
fers 
Use the predefined survey design 
and edit it as the interviews pro-
ceed, add open-end questions 
Not enough literature 
for the phenomenon 
studied 
Reliability of the the-
sis suffers 
Use multiple sources of litera-
ture, articles, online articles and 
books, make sure to use all the 
information gathered from the 
interviews for other reference 
Too much infor-
mation on the topics 
of research 
Messy and unreadable 
thesis 
Demarcate and narrow down the 
topics and use only valuable and 
valid information from literature 
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4 Results and analysis of  the interviews 
The result of the interviews was collected from 17 companies during 4 weeks’ time 
frame in February-March 2014. In the interview situation Sito’s consultant Jyrki 
Luukonlahti was also present to gather information for their area of interest. In the 
following chapters the results and analysis will be presented. 
 
4.1 Info about the interviewees 
The interviewee’s positions in the companies varied from CEO, production manager, 
sales manager and purchasing manager. All of the companies are located in the region 
of Itä-Uusimaa, and some of the largest companies have offices in Europe. 
 
 
Figure 12. Interviewee’s position in the company. (Interviews with Metallitalli compa-
nies, 2014.) 
 
The company size varied from a company employing one person to a company with 
more than 400 employees operating internationally.  
The yearly turnover of the companies varied from 10 000 euros to 100 million euros. 
The medium was 12.6 million euros and the median value 3.5 million euros. 
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In Finland a small and medium-sized enterprises are defined with the following charac-
teristics: a company that has less than 250 employees and a turnover less than 50 mil-
lion euros. (Statistics Finland, 2014.)  
Statistics Finland also defines a micro company being a company with less than 10 em-
ployees and turnover less than 2 million euros. (Statistics Finland, 2014.) 
 
The distribution of interviewees companies’ personnel amount can be seen in the fol-
lowing figure. 
 
Figure 13. Personnel amount of Metallitalli companies. (Interviews with Metallitalli 
companies, 2014.) 
 
Majority of the companies (16 out of 17) are SME’s as they have less than 250 employ-
ees and turnover less than 50 million euros. Three companies from the SME group are 
considered to be micro enterprises (3 out of 5 companies in the category of 1-20 em-
ployees). 
 
The companies export to following countries: Russia, Germany and other EU-
countries. Some of the companies also have sales offices in Europe that handle exports 
for example to South America. 
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4.2 Results of the survey, analysis 
The survey designed for the interviews of the companies was planned to answer and 
find solutions for these prerequisites. The prerequisites were to establish the coopera-
tive sourcing network. The cooperative sourcing network was planned to benefit the 
companies in various ways such as lowering the expenses when purchasing is done 
cooperatively and lower transportation costs when the purchased raw materials are 
transported with the same carrier.  
However, during the early stages of the interviews, it became very clear that it would be 
impossible to find one feasible solution that would answer this question. The company 
size, product variety and way of operation varied drastically, so to find one solution to 
satisfy all the needs was not realistic.  
 
One big reason to the failure of finding solution for cooperative sourcing network was 
that most of the companies use Just-in-time ordering and manufacturing, so the order 
for the raw materials and parts is placed only upon an order coming from the client. 
To try to make it a cooperative sourcing network, it would gravely influence the com-
panies’ ordering processes and result in failure of fulfilling the orders. 
 
The ordering processes in the companies were following: once an order is placed from 
the customer, they expect it to be delivered anywhere from couple of days to 2-3 
weeks.  
 
If the companies would use cooperative sourcing or some form of CPFR processes, 
they would need to wait for the other companies to fill the amount of the basic order 
amount to order it from supplier, and it would be high-risk operating mode for every 
company. 
 
Many of the companies do sub-contracting, so they can’t estimate the demand for cer-
tain part or raw material, there several hundreds and thousands of varieties of metal 
parts and steel parts, and they are specifically designed for the customers’ needs. 
The companies have almost zero inventory, just some basic parts such as metal plates, 
sheet metal are kept in storage.  
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If the companies would have one common client for the subcontracting projects the 
solution of cooperative sourcing network might have been also applied. But at this 
stage when the companies have several clients for the subcontracting projects with dif-
ferent requirements and demands it is not feasible to apply cooperative sourcing net-
work model to their operations. 
 
One original idea of the cooperative sourcing network was to also find common carrier 
or transporter of the goods, so the cooperatively sourced raw materials would be 
transported through same operator. The companies have outsourced all of their trans-
portations services to several different carriers and they do not have or have only few 
their own vehicles for transportation.  
 
With this information it is not logical to pursue finding a common carrier for all of the 
companies, as it would set major difficulties when planning the transportation routes 
and frequencies.  Companies could have some form of exchange of information, to 
find out if they are really having the lowest possible transportation fees with their cur-
rent carriers. Most of the companies were satisfied with their current transportation 
services, as the pricing and the frequency of pick-ups were already negotiated to their 
preference. 
 
When setting the framework for the research depth and topics, galvanization and steel 
painting was requested by the companies to be researched.  Company interview with 
Company X was suitable for solving these questions. Company X provides steel paint-
ing services, and also some of the Metallitalli companies already use their services. The 
usage of their services could be extended to whole of the network. 
 
Some changes to the survey design were made and the researching group decided to 
make preliminary grouping of the companies. The purpose of this grouping was to find 
other solutions than the originally planned cooperative sourcing network. 
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The companies were divided to such categories: 
1. Group of companies in need of IT-solutions for sourcing and overall management 
of supply chain 
2. Group of companies in need of regular maintenance of the machinery 
3. Groups of companies interested in deeper cooperation within the network 
 
 
Figure 14. Grouping of companies: solution types. (Interviews with Metallitalli compa-
nies, 2014.) 
 
Majority of the companies are interested in developing their cooperation within the 
network.  The reason behind this is that they already have IT-solutions or they have 
already planned some IT-solutions to be implemented to their operations.  
 
This group of companies also has taken care of the maintenance of the machinery so 
that they do not have the urgent need of joining the group of companies in need of 
regular maintenance of the machinery. The group of companies interested in deeper 
cooperation within the network includes two micro entreprises, six SME’s and one 
large company. 
 
The second biggest solution grouping is the IT-solutions. All of the companies in this 
group are SME’s. These companies are the SME’s that have not yet developed IT-
solutions to their operations. This grouping will help the SME’s to develop their opera-
tions and production system with the help IT.  
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Like the previous group of companies, this group does not have immediate need for 
regular maintenance services as they have taken care of them already.  This group is 
not excluded from the cooperation solution, but the IT-development project comes 
first to this group before they can attend the group interested in deeper cooperation. 
 
The third grouping includes three companies. These companies need the regular 
maintenance of their machinery, as in this current situation they do not have regular 
and trustworthy maintenance services. This grouping includes one micro company and 
two SME’s.  
 
The two SME’s had already implemented IT-systems to their operation so that is the 
reason why they are not in the IT-solution group. The micro company does not have 
resources for both development projects at this moment so it was decided to link it to 
the maintenance group as it is vital for the company to keep the machines up and run-
ning. This group can later on join the cooperation group, once this development pro-
ject is completed. 
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5 Discussion 
The sample of this research is very wide and heterogeneous, which was in the same 
time helping the research as it was challenging. The sample of the 17 companies gave a 
good cut-through of the flourishing metal industry in Itä-Uusimaa. 
To repeat this research it is vital to find similar sample of companies. It is important to 
find similar network or cluster of companies to find the according results. 
 
As in the beginning of the survey and research was found out that organization of co-
operative sourcing network would not be efficient nor healthy for the competitive ad-
vantage companies want to gain, one of the three solutions offered for the network of 
companies was to find IT-solutions for them. 
 
It became clear that the companies need more modern ways taking care of orders, in-
ventory, manufacturing processes and the overall supply chain management. Some of 
the companies already use some sort of IT-programs, so they could give reference to 
the other companies which are interested in implementing software solutions to their 
operations. The IT-programs that these certain companies use are simplified versions 
of ERP. These simplified ERP programs are products of Finnish IT SME’s, so they 
have good understanding of the needs and requirements of software for a SME. 
 
One other company used computerized manufacturing system called Lean System. It is 
registered trademark of Tieto Oy. This program needs more resources and time to set-
up, but is also feasible for the other companies to implement.  The Lean System also 
takes care of purchases, so that process would be eliminated from the daily operational 
processes. The Lean System takes influence from the lean management philosophy. 
 
For other than computerized processes, one company used simplified Kanban manu-
facturing and ordering process method, which could be applied to any of the other 
SME’s. They used Kanban cards to identify the need for a purchase or when a part has 
been used.  
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This could be logical solution for the companies who might not be interested in com-
puterized processes or who want to do a pilot test on some simple method before im-
plementing any computerized methods. 
 
One company had also implemented lean management philosophy to their manufac-
turing facilities. It would be beneficial also for other companies to implement such 
management philosophies to their manufacturing. 
 
The reason why JIT is not mentioned as one of the solutions is because like mentioned 
earlier, many of the companies already operate on JIT methods already. The companies 
start the manufacturing process when the order is in, so no additional time before the 
sales order is spent on manufacturing process. 
 
The second group of companies was decided to be set up as during the interviews oth-
er issue came up. Some of the companies mentioned that they do not have regular 
maintenance on the machinery. Usually the scenario when maintenance services would 
be ordered was when machinery broke down.  
 
One company had this unlucky situation at hand when they had to wait over a month a 
new machine to replace the broken down, which of course resulted in loss of sales and 
orders were stalled at the manufacturing. Unfortunately the maintenance service com-
panies have long lead times for delivering the needed repairing services or new ma-
chinery.  
 
The solution to these uncertain and risky situations would be to have a regular mainte-
nance service person, which would go from company to company and do check-ups to 
the machinery. Like this the risk of long lead time of maintenance service or new ma-
chinery would be eliminated. 
 
The third grouping of companies was implemented when during the interviews many 
companies expressed their interest in cooperating with other companies within the 
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network. Many of the companies already have some form of cooperation with the oth-
er companies in the network, but they hoped for deeper and stronger cooperation.  
 
As the majority of the companies are SME’s, the commitment to cooperation and 
building stronger network would be welcomed in all of the companies. The stronger 
and deeper cooperation could result in setting up a cooperative sourcing network. 
 
Cooperative sourcing is usually used by governmental organs and institutions to get 
better price on bulk products, but it could be also applied to SME’s. Cooperative 
sourcing brings many benefits such as lower prices, lower risk (bigger supply base and 
others to rely on) and steadier flow of materials. 
 
If Metallitalli companies decide to implement cooperative sourcing to their actions, 
they need to analyze thoroughly their product offering to understand what can be co-
operatively sourced and which items are not feasible to source cooperatively. 
The development of companies’ own operations should also come hand in hand when 
initiating a cooperative sourcing project.  
 
As identified before, all of the departments of a company are vitally present in the 
overall sourcing process, especially when implementing the cooperative sourcing mod-
el. The companies need to integrate first all of their own operations for external inte-
gration to be successful.  
 
Internal integration does not mean only making the manufacturing processes efficient, 
but also redefining the whole company: mission, vision, clientele base (target market), 
marketing activities, financial questions (efficient usage of capital and investing) and 
finally supply chain management. It is like making a mini-business plan with fresh ideas 
to achieve the full potential in internal integration and to strive towards external inte-
gration and finally cooperative sourcing network. 
 
As companies already export to EU-countries and outside Europe, they could involve 
to their development projects the cooperation in exports. They could for example have 
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common consolidation terminal for exports, as their main export country is Russia. As 
some of the companies are still in the planning phase to access Russian markets, they 
could all benefit from cooperation in export procedures in the future. 
 
 The strong network of the companies could generate the competitive advantage need-
ed on the foreign markets. But as mentioned before, first the companies need to inte-
grate internally, then within the network and finally they could all access the foreign 
markets with newfound edge on the markets. 
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Conclusion 
The accountability and reliability of CPFR theory has yet to be tested in broader con-
text to prove whether it can be applied to different industries. The more complex the 
theory base gets, naturally the more difficult it is to implement.  
 
This day’s businesses need simple and efficient ways and tools to use to develop their 
operations and procedures. After implementing the basic tools and procedures to the 
operations, it is possible then to continue developing and enhancing the procedures 
into even more complex and handling the bigger picture with more efficiency. 
 
After the announcement of the results of this research Metallitalli project companies 
held meetings and brainstorming events during the time frame of summer-autumn 
2014. Majority of the companies were interested in cooperation within the network, so 
they started working on that aspect.  
 
These companies planned on going to trade shows together and even compiled com-
mon marketing material. One of the trade shows that the companies attended was Ali-
hankintamessut (Subcontracting fair) in Tampere in September 2014. The trade show 
had a lot of foreign visitors, especially customers from Russia, so this presented an ex-
cellent opportunity for the companies to get to know their possible customers abroad. 
 
The companies interested in tighter cooperation also considered of joining a Finnish 
association called Subcontracting Excellence Cluster (SEC) whose chairman is CEO of 
one of the Metallitalli companies.  
 
One group of the companies started to plan on developing the IT-systems, as they re-
alized the importance of upgrading the operations of the company and the following 
development will results in better competitiveness and edge on the markets. It has yet 
to be seen how the implementation of IT-systems is done and how it will affect the 
companies, but there an optimistic atmosphere that the change will result in overall 
improvement of efficiency and cut-down some costs. 
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The companies know that after all development does not happen in one night, it needs 
hundreds of man hours and years of commitment. The main point is to commit to 
achieve bigger and better things. I believe that the companies understand this, and they 
are willing to change for a better future. 
 
For future research of this phenomenon the suggestion would be to group the compa-
nies to even smaller groups and to thoroughly investigate the needs and requirements 
of every researchable company. It is important to find companies that are compatible 
to cooperate and form new types of networks for the development of their own opera-
tions.  
 
Following this research and its results, some further research and development projects 
are conducted this fall. This will be an excellent chance for the companies to follow-up 
how things have changed after this research and what should be done next. 
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Own learning 
In the whole thesis process I have had the chance to use all the information I have 
gained during my studies and to deepen my knowledge in my specialization field. 
 
The interview stage of the thesis process opened my eyes in every way. I learned about 
the peculiarities of Finnish metal industry companies and the flourishing SME envi-
ronment in Itä-Uusimaa. The more I studied the phenomenon the more I understood 
how supply chain management and logistics affect the whole company and its process-
es. 
 
The thesis process was also a chance to explore more in depth some theories I haven’t 
had chance to study thoroughly during the specialization studies, such as CPFR.  
During the research it also became clearer to me how important the supplier relation-
ships are and how their theories can be applied to my research topic.  
 
The thesis process showed me how to test theories in real life situations and applica-
tions and to work as junior consultant. As I cooperated with Sito’s consultants in the 
thesis process I had the chance to see how senior business consultants work.  
 
I would gladly continue to study this subject and to see how the companies have im-
proved since the solution suggestions. When the companies test out the solutions there 
will many new aspects to study in the network of companies.  
 
One important aspect I learned is that in this current economical instability and recent 
financial crises the companies need to cooperate together to develop their operations 
and to enhance their competitive advantage in the market place. The companies need 
to find innovative ways to improve their productions systems to assure the continuous 
development will not stall.   
 
The whole thesis process has been very inspiring and educational.  
It has been though and stressful, but in the end extremely rewarding.  
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Attachments 
 
Attachment 1. Survey design 
Here is the list of topics to be discussed during the qualitative research interviews. 
 
1 Introduction of the company 
Basic information of the company: their products and/or services, loca-
tions and headquarters, employees, turnover, etc. 
2 The current state of company’s raw material sourcing 
 Overview of the raw material sourcing  
- Suppliers 
- Delivery type 
 Key items 
 Procurement value of the key items 
 Purchasing frequency 
 Shipping terms & conditions (Incoterms) 
 Supplier reliability 
 Supplier quality assurance 
 Reverse logistics 
 Deliveries within the network (Metallitalli) 
 Size of the purchasing organization (employees, work hours etc.) 
 
3 Company’s logistics of finished goods 
 Overview of the finished goods handling process (including storaging and 
transportation) 
 Transportation: destinations, routes 
 Outsourced brokerage services 
 Shipping terms and conditions 
 
4 Transportation – raw material sourcing and logistics of finished goods 
 Company owned vehicles 
- Type 
- Quantity 
- Volumetric efficiency of the vehicles 
- Frequency of the transportation 
- Shared transportations 
- Peaks in the volumetric efficiency of the vehicles 
- Occupancy rate 
- Permanent drivers, assigned drivers 
- Yearly kilometers per vehicle 
- Expenses per vehicles per annum 
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- Ad hoc deliveries 
 Outsourced delivery services 
- Service suppliers 
- Quantity of the deliveries 
- Costs of the deliveries 
- Frequency rate 
- Volymetric efficiency of the vehicles 
- Ad hoc deliveries 
 
5 Potential utilization of the company’s warehouse 
 Warehouse type: hot / cold 
 Outdoor warehouse size 
 Warehouse area size (square meters, height) 
 Quantity of pallets in the warehouse (FIN,EUR, etc.) 
 Options for small product storage 
 Inventory control system 
 Pallet and product placement management system 
 Number of items/products in the warehouse 
 Circulation of items/products in the warehouse 
 Loading ramps (quantity, size) 
 Inbound logistics, inspection of materials/products 
 Ownership of materials / products 
 Possible warehouse services to be sold / being sold 
 Warehouse machinery and equipment 
 Warehouse staff 
 Inventory and warehouse volumetric occupancy 
 
6 Potential value-added services of the company  
 Already existing value-added services of the company 
 Potential value-added services 
 
7 Co-operation within network (Metallitalli, other companies)  
 What are the current areas of cooperation with the other companies? (In 
procurement, manufacturing, transportation, storaging)  
 
8 Utilization of IT-systems in the company 
 Does the company use enterprise resource planning systems, in-
ventory management systems, programs that assist in procurement 
and sales or other programs that assist in manufacturing, sales or 
ordering the raw materials / products? 
 58 
 
Attachment 2. Overlay matrix of the thesis. 
 
In the below table the thesis overlay matrix is presented. The overlay matrix presents 
all the IQ’s and with following the theory, data collection, interview topic areas and 
results. 
 
 
RQ: How to organize cooperative sourcing network? 
IQ Theory Data  
collection 
Interview 
topic  
areas 
Results 
What benefits 
does the 
cooperative  
sourcing  
network  
present to a  
company? 
2.7 
Collaborative 
planning,  
forecasting, 
and  
replenishment 
Literature,  
articles, 
company 
interviews 
topics:  
2, 4, 7, 8 
4.2 Results of the survey,  
analysis 
- Group of companies 
interested in deeper 
cooperation within the 
network 
What  
disadvantages 
does the  
organization 
of the cooper-
ative sourcing 
network bring 
to the compa-
ny? 
 
2.2 Supplier 
relationships 
2.7 
Collaborative 
planning,  
forecasting, 
and replen-
ishment 
 
Literature,  
articles, 
company 
interviews 
topics:  
2, 5, 7 
4.2 Results of the survey,  
analysis 
What are the 
steps to be 
taken to or-
ganize the  
cooperative 
sourcing  
network? 
2.2  Supplier 
relationships 
2.3 Sourcing 
2.7 
Collaborative 
planning,  
forecasting, 
and replen-
ishment 
Literature,  
articles, 
company 
interviews 
topics:  
2, 3, 4, 7, 
8 
4.2 Results of the survey,  
analysis 
- Group of  
companies in need of IT-
solutions for sourcing 
and overall management 
of supply chain 
- Group of  
companies in need of 
regular maintenance of 
the machinery 
- Group of  
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companies  
interested in deeper  
cooperation within the 
network 
What strategic 
changes to the 
overall supply 
chain  
management 
of a company 
should be  
implemented 
to strive to-
wards the 
cooperative 
sourcing  
network? 
2.1 Supply 
chain  
management 
2.2  Supplier 
relationships 
2.3 Sourcing 
2.4 Lean 
2.5 Just-in-
time 
2.6 Kanban 
2.7 Collabora-
tive planning,  
forecasting,  
and  
replenishment 
Literature,  
articles, 
company 
interviews 
topics:  
2, 3, 4, 5, 
7, 8 
 
4.2 Results of the survey, 
analysis 
- Group of companies in 
need of IT-solutions for 
sourcing and overall 
management of supply 
chain 
 
- Group of companies 
interested in deeper co-
operation within the net-
work 
How does the 
organization 
of the  
cooperative 
sourcing  
network has 
to be taken 
into  
consideration 
when planning 
the future  
strategy of the 
company? 
2.1 Supply 
chain  
management 
 
2.2  Supplier 
relationships 
 
2.3 Sourcing 
 
2.7 
Collaborative 
planning,  
forecasting, 
and replen-
ishment  
Literature,  
articles, 
company 
interviews 
topics: 2, 
3, 4, 5, 6, 
7, 8 
4.2 Results of the survey,  
analysis 
- Group of companies in 
need of IT-solutions for 
sourcing and overall 
management of supply 
chain 
- Group of companies in 
need of regular mainte-
nance of the machinery 
- Group of companies 
interested in deeper co-
operation within the net-
work 
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Attachment 3. Thesis process plan 
 
